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Before the
FEDERAL COMMUNICAnONS COMMISSION

Washington, DC 20554

In the Matter of

Allocation of Spectrum In The 5 GHz Band
To Establish A Wireless Component Of The
National Information Infrastructure

In the Matter of

Petition For Rulemaking To Allocate The
5.1 - 5.35 GHz Band And Adopt Service
Rules For A Shared Unlicensed Personal
Radio Network

RM-8653

DOCKET FILE COpy ORIGiNAl

RM-8648

INFORMAL COMMENTS OF
MARSHALL HEIGHTS COMMUNITY DEVELOPMENT ORGANIZATION, INC.

Marshall Heights Community Development Organization (alternatively "MHCDO" and

"Marshall Heights"), through counsel, hereby submits its Informal Comments in the above-

captioned proceedings.

I. Introduction and MHCDO's Interest in the Proceedin&s

MHCDO is a community-based, community development corporation (CDC) -- one of

more than 1,200 nationwide, Established in 1978. Marshall Heights has recorded and extensive

experience in economic development projects. as well as community revitalizatjon programs in

economically distressed areas. It is located in the Ward 7 Area of the District of Columbia, an

area with, among others. the second lowest median household income in the city and a

correspondingly high rate of unemployment, i

The Ward 7 Area has experienced a significant decline in population over the last two census
periods (more than 30%), with middle income households comprising the largest percentage of lost
households during such period (See Ward 7 Profile, Attachment A)
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Marshall Heights has long believed in the fundamental principle that revitalization of

inner-city area is not only possible, but necessary for the continued advancement of this country

and its citizens. This basic tenet -- its "holistic" approach for facilitating community

reinvestment -- is reflected in the following operational objectives:

1. Create new and more diverse economic opportunities for both community
residents and area businesses;

2. Ensure access for all residents to affordable housing; and
3. Expand linkages with private sector organizations which promote infrastructure

development and aid in overcoming barriers to self-sufficiency.

Because of its vision and commitment. as well as the support of the community and its

MHCDO has been able to achieve various milestones. including the following:

Selected as a "designee" under the Internal Revenue Code - one of twenty
nationwide which permits qualified community development organizations
(CDCs) to grant tax credits of up to $2 million for taxpayer contributions. 2

Selected in the first round of NTIA grants for the Telecommunications
Information Infrastructure Assistance Program (TIIAP) (FY 1994 funding which
funds "LifeSkills", a program designed to, among others, faciljtate planning for
the 21st Century job market (lb, computer literacy/interface activities).

Selected as a grantee - one of five nationwide - for the Annie E. Casey
Foundation under its "Rebuilding Communities" Initiative. (This multi-year,
multi-million dollar initiative is designed to help transform distressed
communities, and has a special emphasis on economic development). 3

Established a multi-million dollar shopping center (through leveraging public­
private partnerships) which resulted in the creation of value for the joint venture
partners,as well as some 250 new direct jobs in the community. MHCDO
continues as a general partner in this project through a for-profit subsidiary.

The developer and owner of the only Industrial Park in the District, which also
a business incubator for small businesses.

2 See Attachment B

See Attachment C
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As it pursues its economic: development activities, MHCDO also continues its work towards

permanent solutions for more fundamental problems in its service area; it also continues to be

singled out for its mission-oriented programs in this regard. A sampling evidencing this fact

would include the following:

Awarded a five year, $3 million grant from the Robert Wood Johnson Foundation
to design and implement programs for eradicating drug and alcohol abuse.

A $725,000 grant under the Stewart B. McKinney Homeless Prevention Act,
under which MHCDO has already established two transitional housing facilities
for homeless families.

The Michaux Senior Center Program which provides activitie3 an educational
programs for Ward 7 seniors; employment training for young males under the
Black male Employment Training Program; and a Crisis Intervention program
which provides emergency food and clothing to residents in crises situations.

In sum, Marshall Heights has shown an ability to create jobs, business opportunities, and

value for its partners; it has also shown the ability to effect some aspects of system reform in

a troubled inner-city area, one likely mirrored in every mid-size or larger city in this country.

II. There Is An Increase In Information Disconnects As The Information Superhighway
Expands

MHCDO recognizes its work (and that of some of other 1200 CDCs nationwide) will be

made more difficult as the economy shifts more fully towards the information age, particularly

in view of: (i) the acknowledged disparity in resources among more affluent areas and those

which are economically distressed; and (ii) the likelihood this disparity win increase as new

technologies/systems come on-line and move into the marketplace. 4

4 See FALLING THROUGH THE NET: Survey of the "Have Nots" in Rural and Urban America,
NTIA (July 1995) (hereinafter "NTIA Report").
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Thus, as the U.S. prepares for the "infonnation revolution" - one which will have a

profound affect on the political/economic/social landscapes - there is the paradoxical fact that

significant portions of the American population are becoming increasingly disconnected from

infonnation sources. The NTIA Report notes, among others, the following facts:

o There is a disproportionate number of infonnation "have-nots" found in this
country's rural areas and central cities:

o The lowest telephone and computer penetration is in the Northeast central cities,
plus central city and rural areas in the South;

o For a given level of education, central city households generally have the lowest
telephone and computer penetration rates:. and

o Aggregating the data, persons of color, particularly Native Americans,
Hispanics and Blacks, are most evident in the categories classified as information
"have-nots I' ,

This disparity has direct relevance to Marshall Heights and all other CDCs working to

revitalize their urban or rural areas; it is also particularly relevant to the thousands of residents

of Ward 7 in the District of Columbia, as well as millions of other persons throughout the

country, who reside in areas (both rural and urban) which mirror in many respects some of the

problems now facing the Marshall Heights and its Ward 7 Area. Indeed (and ironically),

perhaps the greatest concern in this era of ubiquitous infonnation and data sources is the fact that

expansion of the information superhighway, on its present course, will likely have the unintended

effect of disconnecting (likely permanently) millions of Americans from the national or global

communications grid. an event with potentially dire economic, educational and social

consequences. This is not inevitable, nor is this probability immune to corrective action.

[d.
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III Planning For The Information Highway Must Acknowledge Disparities

It is uncontroverted that central cities and rural areas are the sectors m03t removed from

the information superhighway. 6 Notwithstanding. low-income users who do have modems are

among the most likely users of on-line classes. 7 Given these facts, and as the information node

expands, it appears that the persons most in need of access and training interface

capacity/capability (as well as the most likely users of one-line classes) are those who will likely

have increasingly less access to information sources. This probable outcome assuredly, and

unnecessarily, will enlarge the community of information "have-nots". The NIl Band proposed

in these proceedings offers some opportunity for corrective action, and one which, if approved

by the Commission, offers potential for favorably addressing the growing imbalance in and

access to information and/or information sources.

As a developer its business incubator and owner of its Industrial Park, MHCDO is keenly

aware of the types of cost-savings which can be realized through the efficient use of spectrum.

MHCDO also appreciates the additional facts that (il such cost savings can be passed on to small

business tenants in its business incubator, and (ii) may also create business niche opportunities

for the smaller entrepreneur who, undeniably, is barred from most telecom ownership

opportunities in this era of license auctions. In sum. the efficient allocation and use of the

spectrum, as proposed here. could playa role in moving significant parts of the American public

from the category of "just user" over into the more desired category of "user/provider".

6

7

See NT/A Report at 3

/d.
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IV. The NIl Band Fosters Access For Economically Distressed Areas And Small Businesses

MHCDO's special interest in telecommunications and information-based services is

related in large part to its proposed establishment of a prototype technology center in its

Industrial Park. Through this center, MHCDO seeks to accomplish the following:

o Development of model programs which focus on the creation of new employment
opportunities, training and business development, including the categories of:
- Smart homes

Tele-medicine (in conjunction with area teaching hospitals and HMOs)8
Regional networking for educational. cultural and business matters
Developmental Training
Access to on-line health information
Health and Safety Issues
Delivery of various city services (Human Resources/Foster Care)
Satellite educational centers with area colleges/universities

o Structuring of mechanisms to promote community empowerment, with special
emphasis on social and economic opportunities for inner city residents (including
interconnecting communities (neighborhoods/senior citizen centers/shelters) with
schools and libraries); developing training platforms, promoting interconnect
among and seeking fundamental reform of the public housing concept; and
facilitating the use of new technology systems in the area of public safety.

In pursuit of these objectives, MHCDO has undertaken various conversations with, among

others, the following categories of institutions/entities

o Property developers
o Secondary market lenders
o Institutional lenders (regarding expansion of its Industrial site)
o Technical companies
o Manufacturers (regarding licensed manufacturing of parts and/or accessories)
o Educational institutions/Medical insurers-service providers

In all discussions MHCDO has found receptive audiences; in some, prospective

partners. Commission adoption of the NIl Band would further advance these timely efforts.

The Ward 7 Area in the District of Columbia has neither an ambulatory care center nor an
emergency treatment facility located in its geographical area
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V. The. Need To Address The Imbalance To Information Is Now, Not Later

Because many homes find telephone service expensive to afford, 9 there can be little

rational belief that every household in America will soon have some on-line service, or ready

access to such services. However, MHCDO believes that public institutions (such as libraries

schools and child-education centers (i.e., pre-K educational centers) can promote an earlier than

later entry into information based technologies by making systems available at schools, libraries,

and community institutions. MHCDO has taken the initiative in this regard in its Ward 7 Area.

Under its LifeSkills program, Marshall Heights is training some sixty (60) residents in

computer literacy and general job preparedness It conducts its formal training programs during

the normal workday hours. and computer time during that training period is devoted to the

student population. However. even in the earliest stage of operation, MHCDO has begun

planning for an expansion of the program for the "non-traditional" student or, put differently,

and expansion of the training grid. In doing so, it expects and seeks to: (i) expand its present

capabilities; (ii) locate additional terminals (and network interface activities) in other areas of

the Ward 7 Area; (iii) convert a part of now a closed school facility into an expanded (and

permanent) version of its LikeSkills Program; (iv) estahlish its technology center in its Industrial

Park; and (v) attract additional partners in order to expand the benefits of its LifeSkills Project

and, concomitantly, increase access to infonnation (and computer literacy) of Ward 7 residents.

Even with these efforts (and similar efforts around the country), there is little debate that

the time for actively seeking to bring communities on line is now, now later -- and for rather

obvious reasons:

9 !I.&, NT/A Report.
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1. "Catch-up" in the information-based economy is
undeniably difficult, and will become increasingly
more so as new technology and/or more sophisticated
systems evolve;

2. As overall traffic increases and embedded interests
find locations on information nodes (and the information
superhighway), it will become more difficult for the
low-volume user (particularly those from the lower income
sector to find access grids which are not economically
prohibitive:

3. The general citizenry should be encouraged to the fullest
extent possible to move over onto the communications highway
sooner than later, and such encouragement should consider fully
the present disparity between income levels and, accordingly,
seek to remove economic restraints where it is possible,
as here, to do so with de minimis confusion or harm
(i.e., consistent with the public interest standard).

4. This proposed allocation does little to disrupt the
auctioning of licenses, or attracting additional revenues
for the Treasury, as evidenced by the Chairman's recent
announcement of new auction schedules (which also includes
additional auctionable frequencies: 11

5. The rules and technology can be configured in such a
manner to ensure satisfactory zones of operation, hoth
from technical and economic perspectives;

6. Action now will ensure that all sectors of this country
have an opportunity to grow in information capability as
new technologies and systems naturally evolve and become more
sophisticated; and

7. The proposal is an efficient approach for maximizing
spectrum utilization while increasing employment and
business opportunities for all sectors of the American
public.

See Remarks of Chairman Reed E. Hundt, (August 28, 1995)
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Conclusion

For the foregoing reasons, Marshall Heights urges the Commission to adopt the proposal,

and allocate spectrum in the 5 GHz band for a new unlicensed wireless data communications

service in an effort to maximize access of all Americans to information and information sources.

Respectfully submitted,

MHCDOIMarshall Heights

By ~,L!iLl
Curtis T. White r

Its Attorney

Law Offices of Curtis T. White
4201 Connecticut Avenue, NW
Suite 402
Washington, D.C. 20008-1158
(202)537-2999

September 1, 1995
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PROFILE OF WARD 7, DISTRICT OF COLUMBIA

Ward 7 is located East of the River in the District of Columbia. The 1990 Census placed

the population for the area at 69,312, with African Americans comprising some 96% of the

population. The 1990 figure shows a reduction of more than 30% from the 1970 census, with

middle income households comprising the majoritv of the lost population.

The median income for the area is $25.556 which represents 43 % of the median income

for the area. Ward 7 is also the second poorest Ward Area in the District of Columbia, to wit:

20% of area households are below the poverty line: 11 % of residents are eligible for AFDC;

almost 12% receive food stamps; 199% are eligible for Medicaid; 25% of the population is

under 25 years and nearly half of all area children live in single parent households the another

25% living with relatives other their parents. It has highest amount of public housing.

Area schools have a 52 % drop-out rate. compared to 40% District-wide; 43 % of all

juvenile homicides and 33 % of all juvenile arrests in the District of Columbia occur in

MHCDO's area of operation. Similar to all other demographics, unemployment in Ward 7 is

one of the highest in the city and significantly greater than the city-wide average.

Beyond problems areas, however, Ward 7 also has a vision of returning to where it once

was, and doing so with marked improvements. The area was not long ago an award winning

area of the city, often cited with various awards from both within and outside the city.

Combined with Ward 8 (its next door neighbor and the Ward with the lowest median income)

the sectors have within their borders more than 1/3 of the land mass of Washington, DC.

Although Ward 7 has significant needs. it also offers equally significant opportunities for

affecting deep and lasting change. It is to this end Marshall Heights is committed, and it is this

primary goal which continues to drive MHCDO's results oriented course.
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Ward 7Ci~n Development Group Draws National Notice

8'f R08EllT A. RIEllER-l'HE~ POST
Lloyd D. SmIth, executive director of tile ,....... HeIIMs ConInumIty
Development Organization, with town houses the group helped get built.

By Vernon Loeb
......l"a.tStllllWriler

There are newly built town
howJes across the street from the
Deanwood Metro station. And a
Chesapeake Bqel Bakery coming
soon to an old bank building on
Minnesota Avenue. And a $9 mil­
lion face lift planned for the
Greenway Apartments just up the
street.

It almost sounds like Lake Ar­
bor or Vienna or Bethesda.

But all this development is hap­
pening east of the Anacostia Riv­
er in the District's Ward 7. It is
the work of a nonprofit neighbor­
hood development group that has
brought the nation's beleaguered
capital some positive attention.

The Marshall Heights Commu­
nity Development Organization
was born two decades ago when a
small group of citizens-their

neighborhood threatened by
middle-class flight to Prince
George's County-came together
over such issues as clogged storm
drains and cracked sidewalks.

Now major national foundations
beat a path to its door, giving the
group millions of dollars for cut­
ting-edge social programs aimed
at fighting drugs and protecting
children.

Although one of its sister non­
.profit groups, the East of the Riv­
er Community Development
Corp., has been mired in contro­
versy in neighboring Ward 8, Mar­
shall Heights is a national model
for the community development
movement, having built almost
100 homes, spurred commercial
development and created hope in
what is still a struggling communi­
ty.

See MARSHALL, AI8, CoL 4

.._-----------
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Group Sets Standard for Community Action

"Marshall Heights really is the
best community development orga­
nization. in the city and possibly one
of the best, if not the best, in the
country," said D.C. Council member
Kevin P. Chavous (D-Ward 7). '1'hey
have a business and corporate ap­
proach with respect to economic de­
velopment. They are grounded in
the community, and they keep what
is best for the community out in
front."

Paul S. JeUinek, a vice president of
the Robert Wood Jobn8on Founda­
tioD, which bas funded a Marsball
Heights anti-drug program, went
further in an interview last week. He

said Marshall Heights is on "the cut­
ting edge of a trend" in which com­
munity developers are moving be­
yond the bricks and mortar of
low-income housing to tackle the
thorniest social issues of our time.

Indeed, Marshall Heights' reputa­
tion for community-based develop­
ment is so high that the General Ac­
counting Office picked it as one of
four groups to study nationally be­
fore reporting in February on com­
munity development issues to the
House Committee on Government
Reform and Oversight.

Community development corpora­
tions (CDCs) have been around since
the Community Development Block

BY_a W\'[-TH(WASIlINGTON POST

Grant program was enacted in 1974,
picking up the pieces left behind~ by
Great Society programs of the
1960s that helped expose the limita­
tions of the community development
strategies of the federal govern­
ment.

Today, the best CDCs work .to­
gether with local government and
private groups, typically playing a
lead role in determining how besNo
fight urban blight in their communi­
ties. They renovate abandoned hoUs­
ing, attract investment for sapg
commercial districts and-as ]elli­
nek noted-are becoming more ahd
more involved in running social pro-

See MARSHALL, All, CoL I
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National AttentioIl f(lf Ward 7Successes

MARSHALL, From A18

grams to fight drugs, AIDS, illitera
cy, unemplovment and teen preg
nancy.

"Commumtv development corpo·
riltions,~ according to Paul Grogan,
pfhldent of the Local Il1ltiative~

Support Corp. (LISC), "are Succes-'i­
fully filling the VOId left by suburban
t1Lght, corpnrate dismvestment and
federal spendmg and program cuts.'
USC IS a nonprofit fund established
bv the Ford Foundation that has
nlade $1.7 billion available for com
munity developmenf nat IOnwide
"ince 1980.

Marshall Heights started out III

1978 Wlth a staff of two. It now has
5ri emplovees and a $4.5 million
hlldget funded largely by govern
llit'Dt and foundation grants, al·
t Lough its Val'lOIlS real estate (-n
j"i\vors produce about $400,000 (I

.• 'ar 10 meome.
(:hief among them is the East RIV­

e' I'ark Shopping Center at BenIlmg
K'ij(j and Minnesota Avenue NE,
1he group's signature project and a
claSSIC example of how effective
l'DCs can leave their mark on a
community.

Lloyd D. Smith. the group's exec­
utive director and driving force for
the last 15 years, loves to teU of how
he took the first $25,000 venture­
capital grant Marshall Heights re­
ceived from the D.C. government
and leveraged it to buy what was
then a falling shopping center for
$24 million.

He persuaded private investors to
come in, packaged their money with
loans he obtained from a pnvate
foundatIOn and the D.C. government
and then managed a $600,000 reno­
vation project. Today, East River
Park is worth $10 million and has
lured a major Safeway store, a Citi ..
bank branch and a McDonald's to
"downtown" Ward 7.

Later this year, the Chesapeake
Bagel Bakery-the first in the chain
east of the river-will open, with
MarshaU Heights holding some of its
stock as part of an innovative stock
option plan for employees from the
neighborhood .

Smith, 62, a dapper man with
thinning white hair and a neatly
tnmmed beard and mustache, re­
tired in 1980 as deputy director of
the District's office of planning, well
versed in a myriad of economic de­
velopment studies that had been

. done over the years on Ward 7.
"Guess what?" Smith asked m it

recent interview. "Nothing hap-
.. ..1

step" The first ,tep ,\ilS 'tiS ,md
now the organizatl')II IT ha blllit IS

gallopll1g along.
'There's linly one rlllSSloln· il11·

prove t his community,' said Richard
A Hamilton a retired poli< e detet
tIn' who has headed the group')
board smce Its earlws! day:. "Lloyd
and I don't want to bt' anywhen' but
here We 're not runmng tor (hI'
s,:hool board or anywhere else And
when there's no hidderl ilgenda~. vou
can accomplish anything."

Everyone familiar \\1th Marshall
Heights' success stOry agrees that It
flows from the group', deep tie', to
the community.

Unlike the East 'If the River
Community Development Corp.
dommated by the Ward 8 politiCOS
who SIt on Its boald--Mar,;hall
Heights has avoided polit i<I! eni all­
glemenb. It ha..; d f1!:l-llwmht'r
board that meets tnol\thlv With 2:1
at-large board mern!wls eltcted b\'
the commul1Ity ;md other ,eats re­
served for represt'nLltlvec of InC'll
churches, busines..ses, ,'ivK .1S';OCla­
tions, adVlsory neighborhood com­
mISS]OnS and publiC h(lus\ll~~ devel­
opments.

"We don't have the varnty board
that so many other CDCs have-·we
have the commurnty conung togeth­
er,~ said Loretta Tale. a Marshall
Heights vice president who runs the
anti-drug program funded by a $3
million grant from the Ro!x'rt Wood
Johnson Foundation

The program IS aimed at weavmg
strands uf the community- church­
es, schools, ciVIC groups. gow'rlI­
ment agencies, the poliCt depart­
ment-into a blankf~t stiong clnd
thKk enough to smother thi· 'ipredd
of drugs.

And after a gunman fired 10 to :W
shots at a crowded Ward l SWLm­
ming pool two years ago, wounding
six children, Tate ably demonstrated
the strength of that concept and the
depth of Marshall HeIghts I.:ommu­
ruty roots. She orgamzed a march of
200 community members dOWll Ben­
ning Road to the Benrung Park Rec­
reation Center, where they staged a
symbolic "swim-lll" to take hack the
pool.

Tate would be the fir.;! to ac­
knowledge that Ward '7 IS d contra­
dictory place. It has more public
housing units-2,767-·-than any
other ward m the c:ity, and one III

five Ward I' households Live's Ix'iow
the poverty line.

But the ward also is home to
scores of judges and other top city

rr- L _ I: 1 L~,~_~1. .1.~

llIal" WI tree-shaded ,t reets that
could easIly be in parb of Chevy
Chase (ir Falls Church

Not surprisingly, the ward's most
blighted area,; include long-neglect­
ed puhli\' housing developments,
SOl11(> "f whIch a re almost a ball­
doned.

!'lit' Eastgate development
stands a~ a nightmarish symbol of
pubhe policy failure, an entire
neighborhood abandoned by all but
a few reSidents who refuse to throw
111 the toweL On one building in the
gutted complex, members of the lo­
cal drug gang. the Eastgate Crew,
have spray-painted a fitting descrip­
tion: "Gates of HelL"

''J'm showing you what our gov­
ernment has done with our money,"
saKI Greg Rhett, one of Marshall
Heights community organizers
"You can draw your own cooelu­
SIOIb.·

And yet, three blocks away, Rhett
sounded more like a real estate
agent selling a would-be buyer on
the neighborhood. "Look at this,"
Rhett said, driving along a block of
well-kept houses on Alabama Ave­
nue. "Look at the houses. Look at
the cars. Who wouldn't want to live
here?"

Thus, there is plenty of potential
lrJ Ward 7 for Marshall Heights to
work with, just as there are plenty of
SOCIal problems to struggle against.

Its plate is incredibly full. It is sell­
lilt( off the town houses it developed
across from the Deanwood Metro
statIOn. It's helping develop the
Chesapeake Bagel Bakery and work­
trig Wlth the real estate developer
F..dmondson & Gallagher of Mclean
to renovate the Greenway Apart­
ments.

Remember when Queen Elizabeth
II of England visited Ward 7 four
years ago and got a protocol-busting
hug from resident Alice Frazier?
Well, the Marshall Heights Commu­
nity Development Organization de­
serves some credit for that heartfelt
gesture that wanned the world.

The street where Frazier hugged
the queen, Drake Place SE, was a vi­
olent drug zone before Marshall
Heights arrived, bought a piece of
ground, built four houses and helped
take back the neighborhood.

FraZier bought one of those
houses. And now they ca1J the street
where she lives by a new name:
"·f\~ ......" .... '" C .. _.... II "
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Commitment and Vision
Sustain Marshall Heights
Partners Laud Organization ~ Efficiency

By Vernon Loeb
Waslungton Post Staff Wnter

When the Annie E. Casey
Foundation began an ambitious
effort to help rebuild the social
and economic fabric of poor com·
munities two years ago, its staff
went looking for partners among
the 100 best community organi­
zations in the United States.

The Marshall Heights Com
munity Development Organiza
tion was one of five groups it
awarded grants. Each of the
groups could get more than $3
million.

Why was Marshall Heighb
chosen? Leadership and vision ar
the top and competence and
commitment throughout the Or
ganization, said Douglas W. NeJ
son, the foundation's executiw
director.

"Almost anybody you meet
there is a good cpmmunicator
about the mission of the organi­
zation," Nelson said, "and seems
genuinely committed to tht·
neighborhood."

The group has enough in·
house expertise to play several
roles: developer, general COn
tractor, construction manager
social service provider, commu­
nity planner, neighborhood lial'
son.

At the Deanwood Station con·
dominiums, Marshall Heights
bought the land and developed
the units. At a 58-unit single­
room-occupancy development
now under construction. the

agency is owner, developer and
project manager. And for the $9
million renovation of Greenway
Apartments, Marshall Heights is
a partner in the deal, responsible
for community relations and ten­
ant relocation.

Thomas P. Gallagher, presi­
dent of Edmonston & Gallagher,
a Mclean redeveloper of resi­
dential real estate, said Marshall
Heights is one of the primary
reasons his firm is working at
Greenway.

"These folks are real pros,"
Gallagher said. "They have a vi­
Sion, which involves keeping in
the Marshall Heights community
what's good, and trying to rein­
troduce people who have moved
away and trying to create some
economic integration and eco­
nomic opportunity."

Larry Johnson, director of
public affairs for Safeway Inc.•
Marsha1J Heights' major tenant
at East River Park Shopping
Center, said the group's "profes­
sionalism and manner of handling
things is as efficient as any land­
lord we work with-in fact
they're better than some."

When Safeway moved into
East River Park in 1988, Johnson
said, Marshall Heights even
helped the company screen pro­
spective employees from the
community, something most com­
merciallandlords couldn't do.

And with those employees.
Johnson said, "we've had real
success."

. -_._---_...._-.. --------'
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In Marshall Heights, Bagels COme
....

'Wrapped in Optimism

Model Financing
Package Helps Fund
Chesapeake $ Start-Up
.,V..... Clliu
Washington Post Staff Writer

T
he opening of yet another
Chesapeake Bagel Bakery
store ordinarily would not
make news for the McLean­

based company, which has launched
an aggressive expansion campaign na­
tionallyand in the Washington area.

But the new store in Marshall
Heights in Northeast Washington,
which opened june 29, is different. It
is the first venture east of the Ana­
costia River for Chesapeake, which so
far has sold franchises mostly in the
suburbs and the more affluent areas
of the District. And' the company has
structured the deal so that some Mar­
shall Heights' residents will get the
chance to reap the potentially lucra·
tive financial benefits of the franchise
that they might not otherwise have
been able to afford.

Alan Manstof, Chesapeake's presi­
dent, said he hopes the new franchise
will become a "model for under­
served communities."

Chesapeake has seven franchises in
the District, most of them along Con­
necticut and Wisconsin avenues. The
company also has 23 stores in Virgin·
ia and 13 in suburban Maryland.
Thirty-two additional stores are
spread out across the rest of the
country. Ten to 15 Chesapeake fran­
chises open each month, said Whitney
Myrus, a development manager at
Chesapeake.

Chesapeake isn't alone in beginning
to explore less-traditional markets for
its growth. Other franchisers that tra­
ditionally have stuck to the suburbs
and more affluent city locations are
slowly looking more at.~,~ city
as they seek to expand beyOnd"tradi­
tional markets, which already are
stuffed with fast-food outlets.

Franchisers also are becoming con­
scious of their image. Mark Siebert,
executive vice president of Francorp,
a franchise consulting firm in Illinois,
said many of today's franchisers are
"concerned with being perceived as
representative of the minority com­
munity and helping the minority com­
munity," and that worry has sparked
revitalizing efforts in under-served
neighborhoods.

In 1994, Bankers Trust Co.
brought together national franchises,
community development corporations
and other financial institutions to
launch the Neighborhood Franchise
Project with the hopes of creating
franchise operations structured simi­
larly to Chesapeake's. The project ex­
pects to come up with a method of fi­
nancing such deals by the end of the
year.

Susan P. Kezios, president of the
American Franchisee Association,
said that although Chesapeake's ap­
proach isn't new, its example still is
laudable. She said companies in the
past have announced intentions to
open stores structured like Chesa­
peake', that give residents a stak~ in·
the ~~.~ ~•.aever #9,lIqov
through with the financing

"These .kinds of organizations are
often $low to act...• But Chesa­
peake's sounds like a great first step,
and if it w.orks, it could be a model,"
Kezios said.

On the outside, the new Chesa­
peake Bagel Bakery, on Minnesota
Avenue in· the East River Park shop­
ping center, still resembles the bank
that once occupied the building. The
night deposit box still is visible ~d
the former drive-through teller wm­
dow has·become the place where mo­
torists can buy fresh bagels, sand­
wiches, coffee and other fare.

Caple and Shirley Green, with a 57
percent stake in the store, are the
majority owners. It is their first
plunge into franchise owners.hip.
Caple Green has managed vanous
McDonald's in the District for the
past decade.

The Greens share ownership of the
store with East River Park Inc., a
subsidiary of the Marshall Heights
Community Development Organiza­
tion. The nonprofit neighborhood
group has been active in attrac~ing
new businesses to thecommumty,
such as NationsBank and Citibank
branches, a McDonald's restaurant
and a new Safeway store. The portion
of the store that eventually will be
owned by some of its emPloyees is be­
ing held in trust.

In structuring the deal, Chesa­
peake waived its usual franchise fee
of $22,500. The Greens and East
Rivel"~_~~,.•.- - ~;

the store.



The Greens financed their share­
$57,OOO-through savings, bank
loans and money borrowed from
friends and family.. East River Park
Inc. kicked in $9,000 in cash and bor­
rowed $34,000 from the National C0­
op Bank Development Corp. to buy
the employees' share of the store. It
borrowed-the remaining $200,000
from Signet Bank as small-business
loan.

Since opening, Caple Green has
hired 26 workers. In three months,
he will select 10 to 12 of them to par­
ticipate in the profIt-sharing program
based on their performance at work.

Each of these employees will be
able to buy a 1 percent to 5 percent
share in the bagel store. The money
will be deducted from his or her pay­
check. East River Park Inc. will
match each employee's contribution,
so that for every 1 percent an em­
ployee purchases, he will receive an
additional 1 percent for free from
East River Park.

Chesapeake's founder Manstof said
he is optimistic about prospects for
the Marshall Heights store. He pre­
dicted it will "probably be one of the
better run and more successful
stores."

On one recent humid afternoon.
Sgt. Toni Cooper, a police officer who
patrols the area from the 6th District
station in Marshall Heights, arrived at
the store for her first visit to buy cof­
fee and a bagel with cream cheese.

"lthjnk it's great," she said. "We
.•).~.~edriag. 'UUl11f~H""

thing." _
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~aple Green offers free bagels at the June 29 opening of his Chesapeake Baget Bakery franchise. Dorothy Davis, below, samples the fare.
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ATTACHMENT B
(HUD Tax Designation Under Section 38 of the Internal Revenue Code)



U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
WASHINGTON. D.C. 20410·7000

"

OFFICE OF THE ASSISTANTSECAETARY FOR
COMMUNITY PlANNlNG AND DEVELOPMENT

July 18, 1994

Mr. Lloyd D. Smith
Executive Director
Marshall Heights Community

Development Organization, Inc.
3917 Minnesota Avenue, N.E.
Washington, D.C. 20019

Dear Mr. Smith:

I am pleased to inform you that Marshall Heights Community
Development Organization, Inc. has been selected in accordance
with Section 13311 of Title XIII, Chapter I, Subchapter C, Part
II of the Omnibus Budget Reconciliation Act of 1993 (Public Law
103-66) as one of twenty designated Community Development
Corporations (CDCs). As a designated CDC your organization may
accept cash contributions from tax-paying entities that in turn
may receive a five percent tax credit for their qualified
contributions. The total amount of contributions received and
designated by a CDC is $2,000,000 and must be received within the
five years immediately following the date of this notification.

The aforementioned Law and the Notice published by the U.S.
Department of Housing and Urban Development (HUD) in the Federal
Register on March 22, 1994 set forth the requirements prescribing
the us~ of qualified contributions and the operational area in
which eligible activities and programs may be undertaken.

It is suggested that if you have any questions regarding the
qualifications of cash contributions you confer with the Office
of the Chief Counsel, Branch 5, of the U.S. Internal Revenue
Service or legal counsel qualified to give tax advice.

The operational area you designated in your application will
be the prescribed area in which Marshall Heights Community
Development Organization, Inc.'s programs and activities must be
undertaken. If any of the census tracts or block numbering areas
within that prescribed area do not meet the income limits of
eighty percent (8et) of the median family income of the local
jurisdiction in which your operational area is located those
census tracts or blocks will be considered ineligible and no
contributions can be used nor any programs and activities you
proposed in your Application to HUD be undertaken in those tracts
or numbering blocks. The median family income for census tracts,
block numbering areas and local jurisdictions is based on the
1990 decennial census.



2

If any part of your prescribed operational area includes a
census tract that is located in a central business district as
described in the 1982 Census of Retail Trade, RC82-C-5, Major
Retail Centers in Standard Metropolitan Statistical Areas, that
census tract must have a level of poverty of not less that 35
percent of the population or it must be excluded from the
operational area. State Data Centers should have information on
current designation of most recent Central Business Districts.

In your Application you agreed to submit a progress report
no later than December 31 of each calendar year for the ten (10)
years following the date of your designation, and you agreed to
any review that HUD may deem necessary. The first progress
report will be due no later than December 31, 1994.

Those progress reports should include, in detail, all of the
programs and activities undertaken with designated contributions,
the census tracts within which they took place, the dollar
amounts of contributions spent, the number of jobs and/or
businesses generated during that time period, and other public
and private participating parties including their roles and
contributions.

In the event of any non-compliance with a HUD inquiry, HUD
reserves the right to revoke a CDC's special designation at any
time. Those annual reports should be addressed to the following
Office:

The.Office of Economic Development
U.S. Department of HUD
Room 7136
Washington,. D.C. 20410

Again, congratulations on your designation. If you have any
questions on this designation or the reporting process, don't
hesitate to call Roy Priest, Director, Office of Economic
Development or Donner Buchet, Director, Community and Economic
Development Services Division at (202) 708-2290.
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318 Main StTm, Suite 208
W.tsonville. c.urornia 9~6

14. ~ky tfilhlands Community
.DevcIopmalt Corpor~

Pent omcc. Box 1"138
london. Kentucky 40743

IS. eo.taI Enterprises. Inc.
~ Olf".oe Box. 26S
W-~. Maine 04S78

16. Delta F~.ion
81' ~D StR!el
Greenville. MississiptJi 38701

17. a.a...uqua Opportunities Tnc.
.11 Sollth Erie Street
PO$t 0fT1CC Box B
Mayvi.... New York J4151

18. Nortberll Cambria Community
Development Corporation

Post Office Box 174
Barnesboro. Pennsylvania 15714

J9. NalioaalRural I)e\lelopment &
FiDance COI"poranon

711 Nav.no Street
Suitt 350
San AntoDio. Tc:lUl$ 1820S

ZO. Virginia Mountain Housinl. Inc.
m Cambria Streel, N.E.
Christisn$lmrs. VirgUUQ 24073

The~... author of Lhis notice
is Cbristophn 1. Wilwn of the Office
t;4 A8bC1IIIt Chtcf counsel (pas5~

tJIrouIbs aDd $peda11adusuies). For
furt_ information reprdinl this n0­
tice· cootae:t Mr. Wibc:m on (202)
622-3040 (DOl a toll-free call).

16 eFR ~/.«U: TIIt%~ fI/fId iatnIcdoIrs.
(Also Atn I, S«tiolrs I, .12, e, 68. 132. /Jj,
HI, 110, 513. 40tH. 4DOJ, 61)11, tiOI3.. 1.1-1.
I,J2-2. 1.61-1. 1.151-4. 1.170-/. OIQ/2-I,
/.6DU-/_1

New Ewaomia; For Women
379 Sout.. Lorna Drive,

Su4c OD£
Los~ Catifornia 9001"1

S, Hou&,b Area Partoers In Progress
8610 Uouah Avenur
CIevdaad. Ohio 44106

The Soosathcm 1laUas
~elopml:ftt Corporation

I«J2 CCJrinth Street
DaU•• Texas 75215

7. M~ HcishU Community
(kvdopment Organization.
Inc.

3917 MinnetOta Avenue, N.E.•
Second floor

WuJtington. DC 20019

10. TIIIo:U~'"

Econqmic DevdOpmeDt
COfpOIation. .Inc.

64~ N.W. Qrad Stratt. Suite )()()
MiaIGi, Florida 331SO

9. Free The ChildRP. Inc.
1J92 Peabody
Memphis. T~'J8104

11. BeclfoRl Stuyvesant Restoration
CorporatioD

1368 FuJton Street
Brooklyn, New York t 1216

12. New' Community Corporation
233 West Market Street
Newarlc, N..- J'h"sey 07103

J3. EJ Paj.ro Community
Development Corporlltion

Part. lit Admlnistr.tivtl, Procedural. and t.I1iseenaneous
CDC Notice 4.. Bethd New Ufe, Inc.

367 JIforth Karlov
Ch~. mlDoas 6OCi2A

Section. 1)311 of the R.evalue Rce­
0Qd1iatiocJ Ad: of 1993 (1UlA 1993),
Pub. L. NC). 101-66. 1m Stat. 416,
SSfi, provides • business credit under
§ 38 of 1M JI\kf"nal Revenue Cod~ 6.
for Cft1Bin ~ontributions made by a
taxpayer to .. c:oQamlloity ckYcIop­
JIICIlt~ (CDC). A ODC is.
.ay c:.orporation (1) dclKrib!:d ill
§ SOl(c)(3} and Qempl from lax un­
de:t f ~J (al. (2) the priDdpm pUT­

paIN or whkh i~lud~ ~otjns

cmp10ylbent of, aud businm oppor­
taoidcs for. low-iocoAlle indhliduals
who IU'C IWicIeDts of the oDen~tional

atM of the CDC, iIDd (3) which is
~ by tbe .Scc:n:tary ofH~ 8.
and lJTa-n ~pmMt ~~ July
1. 1W4.

On June 30, 1994. th~ Secretary of
Hoaam. and Urban ~$pI)'Je11l re­
Ieucd Ibc:~ (of %0 CDC. th., an;

eIiIfbIe to rccei~ C08tributionsunder
t 13311 of RRA 1993. This norice
JlIQblhh8 the nun.. and~ of
the diIlb1e CDCs.

ELIGIBLE CDCs

1. Grasp Ent.etrprises. lne.
55 Marietta Street. NW
Suite 2000
Atlanta. Georaia 30303

2. Southeast O~loprnent. Inc­
10 South Wolfe Street
baltimore. Maryland 21231

3. Urban EdIIe HO\l&ing
CorponItion

2010 CoIambus Aweoue
Boston.. MauKbusettl 02119

Rev. Proe. 94-72

SECTION 1. PVlIPOS£
SEC. 1. CHANe. MADE '-* PlIECtDING \'EAR
SEC. 3. 1995 ADJUSTED f1EIis
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